; Partners for

Economic Solutions

Housing Needs Assessment
Socioeconomic and Housing
Market Analysis

Prepared for:

City of Charlottesville, Virginia
Neighborhood Development Services

April 4, 2018



\PES

Partners for
Economic Solutions

Table of Contents

F B ‘ I Form-Based e
Codes Institute i

a program of Smart Growth America

EXECULIVE SUMIMAIY ...ccuuiieeiiiiniirenereenereaneresnernsnsressseesessnsessnserensesessessssssassssassssnssssnsessnsssensesansesnns ii
IR 141 4o o 11T o 4o o 1
Il. Socioeconomic and Demographic ANAlYSis .....cccceeereeereerrenneereenniereenneeeeenseesensseeseenseesenssecsennne 3
Population and HoUuSehold Trends ......cccciiiieeeiiiiieeiiiiieeiiiiieeiiiiieneiiienssiienssiisnssssrsssssssssssssssnsssss 3
Population and Household CharacteristiCs ........cceuiiiiienniiiiieniiiiinniiiiieniiiiiiriesiressansnes 5
Households with HOUSING Problems.........ccceeeiiiiieeiiiiieniiiiieiiiiincniienssiinnsesiinesstenessssenesssssssssss 14
GeOgraphiC Patterns ... ciiieeiiiiiiiiirincnirne st renesssaensssssaenssssseansssssennssssssnnsssssannsssnns 18
1. HOUSING Market ANAlYSis ...cccuuuireeeniereeeneereenniereenneereenneeseesseeseensessensssesesssessensssssssssesssnssssees 34
L Lo TV T 1] o] P 34
Rental HOUSING IMArket ......ccceiiiieeiiiiieniiiiieniiiieniiiiienseiimensesiesnsesisssssssssssssssssnsssssssnsssssssnssssssannnss 36
OWNETShip HOUSING ..ccuvuiiiiiiiiiiiiiiiiiiiiieieiiineiesitnessssienessssienessssaensssssaenssssssensssssssssssssssnsssssssnssssssnnssssss 46
IV. Housing Affordability Gap ....ccceeeeeeniereeeniereeeniertenneereenneeeeesseereenseesensseesesssessenssessssssessenssessens 49
RENTAI HOUSING ..cveeriiiiieiiiiiiiiiiiieniiiieneisitensisieenssssieenssesseenssessesnsssssesnsssssssnssssssnssssssenassssssnnssssssnnnss 49
L o T 0T 1R =3 53
OWNETShip HOUSING ..cuvuiiiiiiiiiiiiiiiiiiieiiiiineeiesienessisienessssienesssssensssssasnssssssensssssssnsssssssnsssssssnssssssnnssssss 56
HoUSING GaP CONCIUSIONS .. ccuuuiiiieeeiiiieneiiiiieeiiiiieneitirensesieensiesiennsssstesnsssssessssssssnsssssssnassssssnnsssssannnss 57
V. Impediments to Fair and Affordable HOUSING .....ccccceeieeiiiieenieitenniereenncereennereenneceeenneesennnenns 61
Market Supply/Demand IMBalancCe .......ccccccciiiiiiiiiiiiiririirccerereresssesssessssessssssssssssssssssssssssssssssssssnssnnes 61
DeVeElOPMENT COSTS...ciuuiiiiiiiiiiiiniiiiieeeiiiteeiiiirensiesieensesteenssessennsssstssnsssssessssssssnsssssssnassssssnsssssssnnnss 62
Limited FiNancial RESOUICES .......coiiiiirituuiiiiiiiiiiiriiiiiiniiinrrssseeiss s sssssssssssssssssssssssssssssssssssasssssns 62
Land Use Regulations and Community ReSiStance......cccccciiieuiiiiinniiiiinniiniineieniineesiineienesenenes 63
0 T of 4T3 0 11 T= 4o o 64
Household Earning Capacity .....cccceeiiiieeeiiiiienniiiiieniiiiieniiiiienosimsmssimsmssstsssssssssnsssssssnsssssssnsssssssnsnss 65
Appendix Tables



\PES

Partners for
Economic Solutions

Executive Summary

Charlottesville’s housing market is very tight with demand significantly exceeding supply.
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Rents and housing prices are too high for many of the city’s households to afford. For
households earning less than 60 percent of the Area Median Income (AMI), the market
shortcomings are forcing them to spend too much of their income for housing, live in
overcrowded or substandard housing conditions, move outside the city to find less expensive
housing, or face homelessness.

e The U.S. Department of Housing and Urban Development (HUD) defines
affordability as the household spending no more than 30 percent of their income for
gross housing costs. Twenty-eight percent of Charlottesville renter households
making less than 50 percent of AMI are exceeding that standard. Fully 23 percent
are spending more than half their household income for housing.

e For a family of three at 30 percent of AMI (roughly $20,700), affordable rent would be
$520 per month, including utilities. At 50 percent of AMI (roughly $34,500), the
family could afford $860 per month.

e  Among the 13 large apartment complexes in or just outside the city, monthly rents
average $1,384. To afford that rent, a single person working a minimum-wage job
would need to work 147 hours per week. Review of listings on Zillow and Craig’s List
revealed only nine units citywide affordable to families at 50 percent of AMI.

e Average rents in the competitive apartment buildings have climbed 18.1 percent
since 2012, 9.4 percent in 2017 alone.

¢ Three-person households at 50 and 80 percent of AMI can qualify to buy homes
priced up to $140,000 and $251,000, respectively, with a five-percent downpayment
and assuming that they do not have other major debts.

e In 2017, the median sale price of a single-family detached house in Charlottesville
was $310,000 and $246,700 for a townhouse. Only 45 single-family detached houses,
8 townhouses and 17 condominiums of any size sold for less than $150,000 in 2017
with no assurance that those units were habitable in as-is condition.

¢ The median sales price of single-family detached units in 2017 was 17.7 percent
higher than that in 2013 — an average annual increase of 3.3 percent.
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e The 2017 point-in-time survey of the homeless counted 115 individuals in emergency
shelter, 21 in transitional housing, 102 in permanent housing and 23 without shelter
in the city. The number of homeless individuals living in shelters has declined with
new strategies focused on providing housing first and the construction of 30 new
units of permanent housing with supportive services.

* Low-income African American and Hispanic households bear a disproportionate
share of the burden of the lack of affordable housing. Census Tracts with a majority
of non-white residents have significantly higher shares of households with cost
burdens than do majority-white tracts.

* The existing inventory of assisted housing affordable to low-income households
includes 376 units of public housing and 720 units of housing financed with Low-
Income Housing Tax Credits. Of those, 439 need to be replaced in the near future
due to age, obsolescence and the growing costs to maintain them in good condition.

¢ The waiting lists for public housing and Housing Choice Vouchers have been closed
for several years. They now number 1,651 unduplicated households. This represents
an eight-year wait for a voucher or seven years for a public housing unit. Sixty-eight
to 70 percent of these households currently live or work in the city. More than half of
those on the waiting lists are single people.

Summarized in the following table, the city’s affordable housing needs are defined to equal
the number of cost-burdened renter households spending more than 30 percent of their
income for housing, but most urgently, those with severe cost burdens spending more than
50 percent of their income for housing; replacement of existing assisted housing units in poor
condition; and housing needed to accommodate homeless individuals and families. In 2017,
these total 3,318 units. By 2040, the total is projected to increase to 4,020 units.
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Affordable Rental Housing Needs, City of Charlottesville, 2017-2040

Replacement
Units for Units for Units for Units for
Severely Cost| Other Cost- Public Homeless
Burdened Burdened Housing/ | Families and
Household Income Level | Households | Households Section 8 Individuals | Total Units
2017 Rental Housing Needs

<30% of AMI 960 150 439 189 1,738
>30% to 50% of AMI 630 180 NA NA 810
>50% to 80% of AMI 160 290 NA NA 450
>80% to 100% of AMI - 320 NA NA 320

Total Units 1,750 940 439 189 3,318

2040 Rental Housing Needs

<30% of AMI 990 130 TBD TBD 1,120
>30% to 50% of AMI 700 580 NA NA 1,280
>50% to 80% of AMI 230 960 NA NA 1,190
>80% to 100% of AMI 30 400 NA NA 430

Total Units 1,950 2,070 TBD TBD 4,020

Source: Partners for Economic Solutions, 2018.

¢ Forty-five percent of the need for households not currently living in assisted housing
(i.e., public housing/Section 8 housing) is for households at 0 to 30 percent of AMI and
28 percent for households between 30 and 50 percent of AMI.

¢ Included in the 2017 needs are units for an estimated 330 senior-headed renter
households and 690 households with a member who has a disability.

e There is a particular need for small units to accommodate the two-thirds of city
households with only one or two persons.

¢ In addition to this rental housing need is the need for assistance to first-time
homebuyers. Based on homeownership rates in the metro area as a whole, an
estimated 400 householders aged 25 to 44 currently renting would buy homes if
pricing and financing allowed.

¢ These affordable housing needs do not include provision for households forced by the
lack of affordable housing to leave the city for less expensive housing in surrounding
counties.

The forces creating this affordability crisis and impeding fair and affordable housing include:
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¢ The city’s constrained supply of developable land supply limits the potential for new
residential construction.

*  More than 200 year-round housing units have been diverted to short-term transient
rentals through Airbnb and other leasing services.

¢ High land and development costs limit the market’s ability to build new units that
could rent at levels affordable to households at less than 60 to 80 percent of AMI.

¢ Federal funding for construction of new affordable housing and for Housing Choice
Vouchers has not kept pace with the growing need. Public housing funding to the
Charlottesville Redevelopment and Housing Authority includes almost no support for
renovating existing public housing.

e Zoning policies such as minimum lot sizes, height restrictions, setback requirements
and maximum residential densities can prevent more intensive development of the
city’s limited land resources. Community resistance to change leads to policies that
prioritize preserving existing single-family neighborhoods over the development of
new affordable housing.

¢ The lack of predictability in the City’s development approval process has a chilling
effect on developers considering projects that require City Council and Planning
Commission approval. A last-minute decision can scuttle or significantly delay
projects in which the developer has proceeded in good faith, investing hundreds of
thousands of dollars.

* The approval process is expensive and time-consuming, adding directly to the total
development costs and ultimate housing prices.

* The tight housing market allows landlords to discriminate against low-income
households with limited financial resources, spotty or no credit histories, arrest
records, children, housing choice vouchers or other perceived risk factors.

¢ Housing affordability for many households is an income problem. Low levels of
education, limited skills training, inadequate public transit and difficulty finding
quality affordable child care can prevent individuals ability to reach financial self-
sufficiency.
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I. Introduction

The City of Charlottesville is currently working on several initiatives that relate
directly to the challenge of housing affordability. Each undertaking contributes to the
City’s overall efforts to create a more equitable and livable place for all of
Charlottesville’s citizens. Below is a brief summary of these efforts and a description of
how this Housing Needs Assessment will support and complete these other efforts.

Comprehensive Plan Update — The Planning Commission is currently updating
the Comprehensive Plan, which provides a vision for the City’s future growth and

specific guidance on land use policies, development patterns, and infrastructure and
public facility investments. Small Area Plans are then prepared to refine and detail
the Comprehensive Plan for specific neighborhoods, corridors or sections of the city.

Affordable Housing Plan — In 2010, the City Council adopted Goals for Affordable
Housing, committing to pursue policies that will preserve existing affordable housing
and encourage development of new affordable housing. An Affordable Housing Plan
will be developed and adopted to operationalize these goals through policies,
initiatives, development incentives and funding. The City’s Affordable Housing Plan
becomes part of the regional Consolidated Plan, submitted to the U.S. Department of
Housing and Urban Development (HUD), which reviews the continuum of housing
needs, programs and policies to guide spending of Community Development Block
Grant and other HUD funds.

Housing Needs Assessment — This Housing Needs Assessment (HNA) focuses on
the nature and quantity of affordable housing needed to meet current and future
needs, the forces affecting the supply of affordable housing, and gaps not being met by
the private market. The HNA will inform the City’s Affordable Housing Plan and
policies by quantifying the continuum of affordable housing needs so that policies and
funding can be prioritized and targeted. It also will inform the Comprehensive Plan
Update by forecasting future housing demand and the types of housing that will be
needed and by identifying geographic patterns of need and supply.

Form-Based Code for Phase 1 of the SIA — The Zoning Ordinance is the
regulatory framework that the City uses to implement the vision in the
Comprehensive Plan and Small Area Plans. The Ordinance specifies acceptable uses,
height or massing limits, parking requirements, and a variety of provisions for
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buildings, streets, open space, site design and operation for each parcel in the City.
The City is currently working with FBCI to prepare a form-based zoning code for
Phase 1 of the Strategic Investment Area that will include incentives for inclusion of
affordable housing units in new developments.

Financial Analysis for Affordable Housing — An additional financial analysis is
currently underway to inform the Form-Based Code and other planning efforts. A key
element of the Form-Based Code is the provision of additional building height in exchange
for the development of affordable housing units. FBCI and PES are working with a
steering committee of public, private and non-profit housing developers and advocates to
test a series of scenarios as to the supportable number of affordable units, the level of
affordability and the mix by unit size.

The Housing Needs Assessment is broken into four major components:

* socioeconomic and demographic analysis that quantifies and characterizes housing
demand;

* housing market analysis that reviews supply conditions and trends and how the
market has responded to housing demand;

* housing affordability gap between the housing provided by the private market and
the housing demand/needs; and

¢ discussion of barriers to fair and affordable housing.
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II. Socioeconomic and Demographic Analysis

The demographic analysis, which helps to quantify housing demand, focuses primarily on
households (defined as persons living in one dwelling unit). The analysis first deals with
all households citywide followed by an analysis of housing problems that distinguishes
households by their income levels. The end of the section looks at individual census tracts
to illustrate the variations across the city.

Population and Household Trends

City household trends show steady growth in the number of households from 16,838 in 2000
to 19,915 in 2017, as shown in Table 1. Citywide household growth was slower than the
metro area rate from 2000 to 2010, but it has accelerated since the 2010 Census, surpassing
the metro-wide growth pace. Not considered in this analysis are individuals who live in
group quarters, primarily in college dormitories, nursing homes, large group homes with
more than five unrelated individuals, and other institutional housing.

Population trends did not match household growth as the household size got smaller in the
2000s, but the city’s population and the population growth rate have rebounded with the
substantial increase in the number of households since 2010.
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Table 1. Population and Household Trends, 2000-2017

City of Charlottesville Metro Area’
Number Number Percent
Population
2000 45,025 189,644
2010 43,475 218,705
2017 47,754 235,423
2000-2017 Change 2,729 6.1% 45,779 24.1%
2000-2010 Change (1,550) -3.4% 29,061 15.3%
2010-2017 Change 4,279 9.8% 16,718 7.6%
Households
2000 16,838 72,899
2010 17,778 84,525
2017 19,515 91,589
2000-2017 Change 2,677 15.9% 18,690 25.6%
2000-2010 Change 940 5.6% 11,626 15.9%
2010-2017 Change 1,737 9.8% 7,064 8.4%
Note: 'Metro area includes Charlottesville and Albemarle, Fluvanna,
Greene and Nelson counties.
Source: ESRI, Community Profile, 2017; Partners for Economic
Solutions, 2018.

Race and Ethnicity

Race and ethnicity statistics indicate that the city has become slightly more diverse since
2010 with a decrease in the Caucasian share of the population from 69.1 to 68.4 percent in
2017. (See Appendix Table A-1.) However, the African American share of the population
has not kept pace despite an increase of 243 persons; the share fell from 19.4 percent in
2010 to 18.8 percent in 2017. Elsewhere in the metro area the African American population
grew more rapidly with the addition of 1,189 residents in the four surrounding counties
(Albemarle, Fluvanna, Greene and Nelson). The Asian population grew significantly,
increasing its share of the city population from 6.4 to 7.3 percent and from 3.6 to 4.1
percent across the metro area.
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Share of Population by Race,
Ethnicity, 2017
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Population and Household Characteristics

Population by Age

The University of Virginia’s (UVA’s) presence in the city is reflected in the 22.9-percent
share of the city’s population aged 20 to 24 and the 18.3-percent share aged 25 to 34. The
size of the student population dwarfs other age groups, as shown in Appendix Table A-2.

Population Distribution by Age, 2017
100% i 75+ Years

80% - H 65to 74 Years
i 55 to 64 Years
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40% - M 35 to 44 Years
B 25 to 34 Years
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Charlottesville Metro Area
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Of particular interest for housing policy is the number of seniors in the local population.
Charlottesville has 5,344 residents aged 65 and over, up an average of 2.9 percent per year
from 2010. By 2022, the senior population is projected to grow to 6,337 at an annual rate of
2.5 percent, based on projections prepared by ESRI, a national demographic data provider.
(See Appendix Table A-3.)

Charlottesville Residents Aged 55+,
2010-2022

5,000
£ 4,000
S H 55 to 64 Years
2 3,000
;;E B 65 to 74 Years
g 2,000 75 to 84 Years
2 1,000 B 85+ Years

2010 2017 2022

Householder Age

The distribution of households by the age of the householder reflects the population
distribution with a disproportionate share of Charlottesville households headed by
individuals under the age of 35. (See Appendix Table A-4.) More than 18 percent of city
households and more than 26 percent of metro area households are headed by individuals
aged 65 and over.
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Households by Householder Age, 2017
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Household Size

Small households of one or two persons dominate both city and metro area households with
66.7 and 63.4 percent of total households, respectively. The city has 517 households with
six or more members — 2.9 percent of all households. (See Appendix Table A-5.)

Charlottesville Households by
Household Size, 2017

5+ People
7%

4 People 1 I;Zr;on
12% ?
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14%
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Household Type

Family households represented 42.3 percent of all city households in 2010. Of those family
households, 42.5 percent were headed by women. By contrast, almost 62 percent of metro
area households were family households with 30.9 percent with female householders. In
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addition to the 34.1 percent of householders who lived alone, Charlottesville had another
23.6 percent of households made up of roommates or other non-family members.

Charlottesville Households by Type,
2010

Non-Family .

Household - Family - Male

2+ Members Householder
2% O~ 24%

Non-Family
Household - Family -
Living Alone Female
34% Householder
18%

Households by Income

Median household incomes are $44,284 in the city and $60,047 in the metro area, as shown
in Appendix Table A-7. The almost 5,800 city households making less than $25,000 account
for 30 percent of all city households. Another 2,100 households make between $25,000 and
$35,000. Clearly, the city’s large student population living outside dormitories is
influencing the income distribution. Just over 20 percent of city households have incomes
of $150,000 or more as compared with 27.0 percent of metro area households. The range of
incomes in the city require a broad range of housing types and prices.
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Households by Income, 2017
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Educational Attainment

The Charlottesville population (aged over 25) is bifurcated between low and high levels of
education. While 51.4 percent of Charlottesville residents have at least a bachelor’s degree,
fully 30.6 percent have no more than a high school diploma or equivalent. (See Appendix
Table A-8.) In the metro area as a whole, the percent of residents with a high school
diploma or less education stands at 34.9 percent. This education gap has direct
implications for incomes.



